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RETAIL PRICE HEDGING 

CROSS-REFERENCE TO RELATED 
APPLICATION 

This application claims priority pursuant to 35 USS. 
§l 19(e) to US. provisional application Ser. No. 60/730,481, 
?led Oct. 25, 2005, Which application is speci?cally incorpo 
rated herein, in its entirety, by reference. 

BACKGROUND 

1. Field of the Invention 
Embodiments of the present invention relate to providing 

retail consumers With a mechanism for hedging against 
increases in the price of price-volatile commodities, such as 
gasoline or other goods. 

2. Description of Related Art 
Large commercial consumers of commodities currently 

protect themselves from increases in commodity prices by 
purchasing futures contracts, options, and other ?nancial 
instruments created for this purpose. For example, large con 
sumers of fuel, such as airlines or trucking companies, may 
purchase fuel futures to prevent the volatility of fuel prices 
from having a major impact on the business. The cost of such 
futures contracts may thereby become a relatively minor 
overhead expense that that can be easily absorbed in the 
business’ s pricing structure, While the contracts minimiZe the 
impact of sudden price increases on the pro?tability of the 
business. 

Small consumers of fuel, hoWever, are practically not able 
to protect themselves by direct participation in the futures or 
options markets. Contracts covering very small, retail quan 
tities of fuel are not available. More importantly, the ?nancial 
calculations, market knowledge and trading experience 
needed to correctly and e?iciently construct a hedge against 
future price increases Would be beyond the capabilities of 
most consumers, even if retail-siZed contracts Were available. 
Small consumers have no alternative but to purchase the fuel 
or other commodity at current market prices. Reducing con 
sumption becomes the only Way consumers can buffer the 
impact of price increases, but sudden reductions are often not 
practicable or may have harmful side effects. 

It Would be desirable, therefore, to provide a tool Whereby 
consumers can better protect themselves from sudden 
increases in commodity prices, such as gasoline prices. 

SUMMARY 

A method and system may be employed to protect retail 
consumers from sudden increases in commodity prices, in 
exchange for a modest investment in a retail price hedging 
contract. The price hedging contract may be associated With a 
retail purchase card or other article, such as a debit card, credit 
card, discount card, or the like. Such a card Will generally but 
not necessarily comprise account information encoded in a 
magnetic, optical, and/ or electronic media, usually on a small 
portable plastic card designed to be carried in a purse or Wallet 
of a consumer. Various other account-encoded articles may 
also be used, for example, RFID Wands or tags such as may be 
designed to attach to a keychain or the like. The card or other 
article may be con?gured to be read at the point-of-sale for a 
retail transaction. For example, the card may be con?gured to 
be read by a card reader associated With a gasoline pump, 
diesel fuel pump, propane dispenser, fuel oil dispenser, or 
other dispenser of a commodity. The use of a purchase card 
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2 
enhances the convenience With Which the retail hedging may 
be performed, but is not required in all embodiments. 

Retail price hedging contracts, also referred to herein as 
price insurance policies, may be offered to individual con 
sumers by a hedge aggregator, also called an insurer. The 
aggregator may be a vendor of the commodity of interest, may 
contract With one or more vendors of the commodity, or may 
operate completely independently of any vendor of the com 
modity. To facilitate operation of a point-of-sale card, coop 
eration With one or more commodity vendors may be desir 
able. 
The aggregator may contract With multiple consumers to 

provide protection against commodity price increases in 
exchange for a contract fee. The amount of the fee may be 
calculated to enable the aggregator to purchase hedge instru 
ments, such as commodity futures contracts or options con 
tracts, Which may protect the aggregator from volatility in the 
commodity price. In an embodiment of the invention, the 
contract With the consumer provides a price ceiling for a 
de?ned period of time. For example, a consumer may be 
protected from paying more than $2.75 per gallon for the next 
100 gallons purchased Within six months from the time the 
contract is initiated. In the alternative, the consumer may 
agree to pay a ?xed amount per gallon over the contract 
period. Such a contract may be offered at a loWer fee than a 
price-ceiling contract, or even for no fee or a discount, 
depending on hoW the contract is structured. The consumer 
may optionally pre-pay for the commodity at the ?xed price, 
according to this embodiment. HoWever, either or both of 
pre-payment and paying a ?xed price for the commodity may 
be less appealing to consumers than paying a someWhat 
higher fee to effectively place a price ceiling on future pur 
chases, Which entails less cost up-front and permits the con 
sumer to bene?t directly if prices drop. Both types of con 
tracts may be offered, depending on consumer preferences. 
The invention operates differently from a prepaid gift card, 

Which are issued for a ?xed dollar amount regardless of 
amount of commodity purchased. Although such cards may 
be issued at a discount, the consumer is not protected from 
increases in the price of the underlying commodity. For 
example, a discount of $0.05 has little bene?t if the commod 
ity price may ?uctuate $0.50 or more before the card amount 
is exhausted. In contrast, a prepaid or credit embodiment of 
the present invention may provide consumers With an assur 
ance that they Will never pay more than a de?ned price ceiling 
for the commodity in question. 

For example, a consumer may be issued a gasoline credit 
card that permits the purchase of up to 100 gallons of gasoline 
per month in exchange for a small monthly fee. The fee may 
be a ?xed fee, or may be assessed based on the amount of 
gasoline actually purchased during the month. Furthermore, 
the consumer may be guaranteed not to pay more than a 
de?ned price ceiling. The price ceiling may be ?xed for a 
period of time (e.g., $2.75 per gallon), and may be adjusted 
periodically. Periodic adjustments may be performed based 
on an index of current, past, and/or future commodity prices. 
For example, the ceiling may be adjusted monthly (or bi 
monthly, quarterly, semi-annually, annually, or after any 
de?ned period) to a rolling average index price over a de?ned 
number of past periods, e.g., the prior 12 months. The ceiling 
price may be printed on monthly statements for the credit 
card, posted on the issuer’ s Website, and/ or, in the case Where 
the ceiling is ?xed for the life of the card, on the card itself. 
The card may be designed to operate only With one or more 
particular vendors, or may be a general-purpose credit card 
designed to Work With any vendor that accepts credit or debit 
cards. 
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Continuing the example, the price protection card may be 
used in the same or similar fashion as an ordinary credit or 
debit card. Price controls may be implemented at the point of 
sale, or provided in the form of a rebate or adjustment to the 
monthly statement for the card, in the event the market price 
exceeds the price ceiling. For example, if the market price at 
the pump happened to be $3.00 per gallon, and the ceiling 
price Was $2.50, the transaction could either be booked at 
$2.50 per gallon, or an overage of $0.50 per gallon may be 
credited to the consumer’s account by the card issuer. If the 
card is a debit card of the pre-paid type, then the card may be 
used to purchase a de?ned quantity of the commodity at the 
?xed price; for example, a $50 card may be used to purchase 
20 gallons of gasoline at a guaranteed price of $2.50 per 
gallon, after Which it Would be considered depleted. If the 
card is a credit card type, transactions in excess of the quantity 
covered by the price protection contract may merely be com 
pleted at market price. 

In an alternative embodiment, a pre-paid account for a 
?xed quantity of commodity for a de?ned price may be sold 
directly to the consumer. A debit card may be issued to the 
consumer funded by the amount deposited in the pre-paid 
account. The debit card may be used to purchase goods at 
point-of-sale terminals programmed to recogniZe the debit 
card, Which may be encoded With an account identi?er and 
the ?xed price information, or a link to the ?xed price infor 
mation. The point-of-sale terminal may then adjust the trans 
action price to the ?xed price indicated on the card, until the 
account is depleted. The account/debit card may be sold at 
cost, or even at a discount, particularly if the seller is a vendor 
of the commodity sold. The vendor may book the sale as an 
advance purchase, and pro?ts from the ?oat betWeen the time 
the account is opened until it is depleted, plus any unre 
deemed amounts from lost or forgotten debit cards. The ven 
dor may also bene?t if the spot price drops. The vendor may 
also purchase futures or options, as in other embodiments, to 
hedge against upWard price risk. 

For example, a consumer may purchase a “Gasco” gasoline 
card good for 500 gallons of gasoline at a time When the spot 
price of gasoline is $2.00 per gallon. The cost of the card is 
$1000. The consumer may use the card at any Gasco pump to 
purchase 500 gallons of gasoline at the ?xed price of $2.00. 
After the speci?ed number of gallons has been purchased 
using the card, it is considered depleted. If the Gasco spot 
retail price is higher, e. g. $3 .00 per gallon, it Will nonetheless 
dispense gasoline to the cardholder at the ?xed price of $2.00 
per gallon. LikeWise, if the spot price drops beloW the price 
ceiling, gasoline may be dispensed at the ?xed price. In the 
alternative, gasoline may be dispensed at the loWer spot price, 
depending on hoW the card is marketed, With the account 
credited an amount of gallons determined from the price 
difference. For example, if the ?xed card price is $2.00 per 
gallon and the spot terminal price is $1.50, When 10 gallons 
are pumped, the account may optionally be credited an 
amount equal to the amount of gas pumped times the price 
difference betWeen the spot price and the ?xed price, divided 
by the spot price. In this example, the credit amount Would be 
10 gallons times $0.50 per gallon, divided by $1.50 per gal 
lon, equals 3.33 gallons. 
No time limitation need be placed on use of a card of the 

prepaid debit type, as the account is prepaid. As an additional 
inducement to the consumer, the vendor may offer to refund 
any unredeemed amount for cash value at any time. For 
example, if 100 gallons remain in the account but the spot 
price has dropped to $1.50 per gallon, the consumer may be 
permitted to exchange the remaining gallons for $200 cash. 
Account credits When the spot price falls beloW the card price, 
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4 
as described above, may also allay consumer fears and 
encourage the purchase of prepaid, ?xed price cards. 

In the alternative to cards of a credit or debit type, a passive 
card may be issued. The passive card may be con?gured to 
facilitate tracking of the commodity transactions, speci?cally 
of the price paid, quantity purchased, and transaction date. 
Periodically, the card issuer may credit or debit the user 
account an amount determined by the price ceiling and other 
terms of the hedging contract. For example, the user may be 
credited for amounts paid in excess of the guaranteed price 
ceiling Within the contract period, up to the quantity limit on 
the card. 
The card issuer may protect itself from exposure to price 

volatility by aggregating the risks across numerous account 
holders and purchasing appropriate ?nancial instruments to 
lessen or eliminate exposure to ?nancial risk. Embodiments 
of the invention are not limited to a particular method of 
hedging the back-end risk. One of ordinary skill in the art of 
?nancial instruments Will be able to develop an appropriate 
hedging program, given the terms of the various retail hedg 
ing contracts, market conditions for the commodity of inter 
est, and the acceptable risk to the aggregator. The costs of 
purchasing the appropriate ?nancial instruments or otherWise 
insuring the back-end risks may be recouped by fees charged 
to users of the system, discounts offered by commodity ven 
dors, interest charged on credit balances, advertising fees, or 
other Ways of deriving income from consumer accounts. 
A more complete understanding of the method and system 

for retail price hedging Will be afforded to those skilled in the 
art, as Well as a realiZation of additional advantages and 
objects thereof, by a consideration of the folloWing detailed 
description of the various embodiments. Reference Will be 
made to the appended sheets of draWings Which Will ?rst be 
described brie?y. 

BRIEF DESCRIPTION OF THE DRAWINGS 

FIG. 1 is a schematic diagram shoWing aspects of a system 
for managing a retail price insurance system according to an 
embodiment of the invention. 

FIG. 2 is a chart shoWing exemplary aspects of an operating 
price insurance system according to an embodiment of the 
invention. 

FIG. 3 is a block diagram shoWing exemplary aspect of a 
system for retail price insurance according to an embodiment 
of the invention. 

FIG. 4 is a How diagram shoWing exemplary steps of a price 
insurance method according to an embodiment of the inven 
tion. 

DETAILED DESCRIPTION OF VARIOUS 
EMBODIMENTS 

In the detailed description that folloWs, like element 
numerals are used to indicate like elements appearing in one 
or more of the ?gures. FIG. 1 is a schematic diagram shoWing 
aspects of a system 100 for managing a retail price insurance 
system according to an embodiment of the invention. It 
should be appreciated that the system may be implemented on 
any suitable computing platform. 

System 100 may comprise any suitable computer 102, for 
example a general-purpose or a special-purpose computer, or 
a bank or other netWork of cooperating computers, con?gured 
to carry out steps of the methods described in this disclosure. 
Instructions for performing steps of the methods may be 
encoded on any suitable magnetic, optical, or other digital 
storage medium 104 using any suitable programming lan 
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guage. The instructions should be con?gured to cause the 
computer to perform operations as described herein. In addi 
tion, computer 102 may be operably connected to a database 
or other storage operator 106 for holding data used in the 
methods described herein, for example, account and account 
holder identifying information, purchase records, and price 
insurance policy records. One of ordinary skill may construct 
a suitable database or other computer storage record based on 
the disclosure herein. 

Computer 102 may be connected via any suitable commu 
nications netWork 108 to a plurality of point-of-sale terminals 
110, 112 (tWo of many shoWn). Network 108 may comprise 
elements of different networks, for example Wired and Wire 
less elements. The point-of-sale terminals may be con?gured 
to receive and process purchaser account data. For example, 
the terminals may be equipped With card readers 114a, 1141) 
for reading magnetic media cards 116a, 1161). Other methods 
of providing consumer data to a point-of-sale machine are 
knoWn in the art, for example, optical codes/readers or RFID 
devices, and any suitable method may be used. 

The point-of-sale terminals may optionally include a prod 
uct dispensing apparatus 118a, 1181). For example, in the case 
of a gasoline or other fuel dispensing pump, the apparatus 
may comprise a gasoline or other fuel pump and associated 
equipment for delivering the fuel to a tank. The dispensing 
apparatus may be metered and controlled by a processor 
associated With the point of sale terminals 110, 112. The 
processor may use a metering signal to control a total sale 
amount shoWn on a sales display 120a, 120b, as knoWn in the 
art. A per-unit price for the sale, such as a price-per-gallon, 
may be displayed on a second display 122a, 1221). The total 
transaction amount may be determined by multiplying the 
amount of product dispensed, as indicated by a metering 
signal, by the per-unit price as shoWn in the price display, e. g., 
1221). 

Optionally, a terminal such as terminal 112 may be 
equipped With a second per-unit price display 124, Which may 
display a special price offered to a purchaser holding a price 
insurance policy as disclosed herein. Upon reading card 
116b, the terminal 112 may transmit account information to a 
control server 102, Which may consult database 106 to deter 
mine the status of the account. If the account holder is entitled 
to price protection, an appropriate signal may be transmitted 
back to the terminal 112. For example, a signal may be trans 
mitted indicating that the purchaser is authoriZed to purchase 
up to 100 gallons of fuel at the price of $2.75, Which may be 
less than a regular market price, e.g., $3 .23. The special price 
may then be displayed on a second display 124. In addition, or 
in the alternative, the regular price shoWn on the ?rst display 
122!) may be changed to the special price for the duration of 
the transaction. 

Yet another alternative is to provide no indication of the 
special price on the face of terminal 112, and simply credit the 
purchaser account an amount computed by the excess of the 
regular price over the price ceiling, multiplied by the quantity 
of fuel purchased. Either Way, after the sale is completed, the 
pint of sale terminal may transmit the sales data, including the 
purchasing account, quantity and type of product purchased, 
price paid, and transaction date to the system computer 102 
for updating system database 106 With the neW information. 

Communications With system computer 102 need not be 
direct. For example, terminal 112 may communicate With a 
sales computer 126 that may be operated, for example, by a 
vendor entity separate from an insuring entity operating sys 
tem computer 102. Sales computer 126 may relay selected 
information to the system computer 102. In turn, system 
computer 102 may relay information about the purchaser’s 
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6 
price insurance status to sales computer 126, Which, in turn, 
may provide an appropriate control or information signal for 
terminal 112. In the alternative, one or more point-of-sale 
terminals may communicate directly With system computer 
102. 

In an embodiment of the invention, price insurance may be 
made available for purchases made from different vendors. 
Different point-of-sale terminals may therefore be controlled 
by different computers, Which may relay information to the 
insurance system computer 102. For example, terminal 112 
may belong to a ?rst vendor operating sales computer 126, 
Which communicates to insurance system computer 102. Ter 
minal 110 may belong to a second vendor operating sales 
computer 128, Which communicates separately With system 
computer 102. 

Various purchasers of insurance policies may also connect 
to system 102 or to an a?iliated computer to complete a 
purchase of a price insurance policy. For example, system 1 02 
may be used to operate, or as a data back-end for a Web site 
operating to market and sell price insurance policies. Any 
person may purchase a policy by connecting With the Web site 
via any suitable netWork client 130. Of course, client 130 may 
be operated by a local representative or merchant using the 
client to sell multiple insurance policies to different end users, 
optionally in exchange for a sale commission. 

Optionally, system 102 may also be connected to a ?nan 
cial services server 132, Which may offer automated trading 
services such as, for example, may enable server 102 to 
purchase futures or options designed to hedge outstanding 
insurance policies. Automated trading systems are knoWn in 
the art, and a skilled operator of such systems should be able 
to develop an algorithm for automatically purchasing appro 
priate hedging instruments depending on the aggregate status 
of issued price insurance policies. To use a simple example, if 
insurance policies are sold guaranteeing pricing, in aggre 
gate, for 3000 barrels of unleaded gasoline at $2.50 over the 
next three months, and if a relatively level consumption rate is 
anticipated, then the algorithm may specify purchase of three 
options for 1000 barrels each at a strike price of $2.50, expir 
ing in sequence over the three-month period. More sophisti 
cated algorithms may be developed by a skilled operator. 
Whatever hedging algorithm is adopted may be automatically 
implemented via a connection to an automatic trading system 
computer 132. In the alternative, hedging transactions may be 
manually placed by a human operator, or omitted entirely. 

FIG. 2 is a chart 200 exemplifying operation of the system 
and bene?ts to the consumer. Spot price line 202 represents a 
hypothetical commodity price ?uctuation over a one-year 
period. In this example, price for the commodity ?uctuates 
betWeen a loW of about $2.40 at the end of March to a high of 
about $3.50 at the beginning of July. In January, a commodity 
purchaser desires to purchase price insurance for the entire 
year. The spot price at this time is $2.50, but to keep premiums 
loWer, the purchaser selects a price ceiling of $2.75 for the 
entire year, represented by the horizontal line 204. The price 
ceiling need not be ?xed, but may vary during the insured 
period as exempli?ed by the sloped line 206. The price ceiling 
may be de?ned by any suitable function, including a step 
function, ?xed ceiling, rolling average, or any desired func 
tion. For purposes of simplicity, a ?xed ceiling is used in this 
example. 

Continuing the example of FIG. 2, during the period from 
January until May, the spot price 202 remains beloW the 
ceiling 204. The consumer may therefore merely pay the spot 
price and may thus receive no bene?t from the insurance. The 
amount of commodity purchases times the difference 
betWeen the price ceiling and the spot price during this period 
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may be represented by area 208a. Beginning around May 
until October, the spot price exceeds the ceiling. During this 
period, the consumer may receive a credit on his insurance 
account, Which optionally may be credited to a credit card 
account or debit card account used for purchase of the com 
modity in question. Area 210 represents a potential credit 
amount that may be available during this period, Which may 
be payable as a refund or reimbursement, or optionally as a 
price control implemented at the point of sale. From October 
until the end of the year, the price falls beloW the ceiling price 
204 again, represented by area 2081). The consumer may save 
more than the total premium paid during the period repre 
sented by area 210. Even if the gross ?nancial bene?t 210 of 
the policy does not exceed the premium paid, the consumer 
may still bene?t from the assurance that the price Will not 
exceed a ceiling amount. The insurer may use the premium 
paid to hedge against the risk, and if hedging is skillfully 
performed, the insurer may fare about the same regardless of 
the price behavior during the insurance period. 

It should be apparent that a price insurance policy may be 
designed to cover a de?ned quantity of product. If unlimited 
product purchases are permitted, it may not be possible for the 
price insurer to construct a hedge against the insurance risk. 
LikeWise, the policy holder might be tempted to purchase and 
resell the commodity or otherWise consumer more than is 
normal Whenever the spot price exceeds the ceiling. Suitable 
quantity limitations may be de?ned in terms of time periods, 
for example, no more than “X” number of units per month 
over the policy period. Naturally, premiums may be set 
according to the level of the price ceiling, the policy period 
and the quantity covered. 

FIG. 3 is a block diagram showing exemplary aspects of a 
system 300 for retail price insurance according to an embodi 
ment of the invention. An insurer 302 may execute multiple 
insurance contracts or policies With multiple commodity pur 
chasers or consumers 304. As used herein, the term “insur 
ance,” “insurer, policy, policyholder” and similar terms 
should not be taken as limiting to an insurance relationship as 
may be de?ned by federal or state laW. Rather, What is 
intended is a retail hedging contract that may resemble an 
insurance policy in some respects, but may or may not be 
considered as constituting insurance for various legal pur 
poses. “Price insurance” as used herein denotes the retail 
price hedging contract as described herein, Wherein the con 
sumer is protected from price increases in a de?ned product 
over a de?ned period over a de?ned price ceiling. It may be 
draWn up as a contract or ?nancial instrument. As a retail 

product, it may be accompanied by a purchase card used to 
track purchases of the commodity over the period in question. 
The purchase card may also serve as a credit card or debit 
card, such as a ?t card, if desired. 

Each consumer, e.g., consumer 306, may contract With 
insurer 302 to de?ne a particular price hedging agreement or 
“insurance policy.” In an embodiment of the invention, the 
policy may include account information 308 for one of a 
plurality of retail consumers of a product. Account informa 
tion may include an account number or other identi?er for the 
policy, and identifying information for the policy holder and 
insurer. A monetary premium amount 310 may also be speci 
?ed. The premium may be set to compensate the insurer for 
the price risk and enable a pro?t. In cases Where the insurance 
is allied With some other product, such as a credit card, other 
income may be derived from the policy holder (or holders in 
aggregate) that may be used to offset the premium amount. 
The policy may also comprise insurance policy limits 312, 
314 de?ning the limitations on the price protection offered. 
These limitations may include, for example, a de?ned period 
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8 
of time covered by the contract and a de?ned limit on quantity 
of product covered by the contract, collectively indicated in 
FIG. 3 as “quantity and term” 312. In addition, the limitations 
may comprise identi?cation of a de?ned product, e. g., 
unleaded gasoline octane 87 sold by any of companies ‘X’ or 
‘Y’, and a de?ned price ceiling for the product, indicated 
collectively as “coverage” 314. Similar agreements may be 
made With each of consumers 304. 

Consumers may separately purchase the indicated com 
modity from designated vendors 316, 318. Each of these 
vendors may communicate With the insurer 302, such as by 
using an automated or semi-automated point-of-sale termi 
nal, or by any suitable method. Insurer 302 may then issue 
credits as required by the policy to either of the individual 
consumers 304 or to the cooperating vendors 316, 318, 
depending on prede?ned agreements betWeen the parties. 
Insurer 302 may purchase ?nancial instruments as desired to 
hedge against the risk associated With the policies granted to 
consumers, e.g., via any suitable broker 320. 

FIG. 4 is a How diagram shoWing exemplary steps of a price 
insurance method according to an embodiment of the inven 
tion. At step 402, a plurality of price insurance policies or 
retail price hedging contracts may be de?ned. Each may 
comprise account information for one of a plurality of retail 
consumers of a product, a monetary premium amount and 
insurance policy limits comprising a de?ned period of time 
covered by the contract, a de?ned product, a de?ned price 
ceiling for the product, and/ or a de?ned limit on quantity of 
product covered by the contract. These terms and limits may 
be de?ned in any suitable manner, for example, by interaction 
of each user With a Web site or other netWork site, either 
directly or through a sales agent. Contract terms may vary 
Within a de?ned range of values; for example, different ceil 
ing prices may be offered at different premium rates. Other 
limitations affecting rates may include the product covered, 
the period of coverage and maximum quantity of product 
covered. In an embodiment of the invention, the policy may 
comprise the right to purchase a de?ned quantity of product at 
or beloW a ?xed price, in exchange for a prepaid deposit. 
At step 404, a premium may be de?ned and collected to 

cover anticipated hedging costs and a pro?t for the insurer. A 
premium may be collected at the beginning of the policy 
period or spread over the policy period. In an embodiment of 
the invention, no premium is collected expressly as such. This 
may be useful, for example, When offering price protection as 
a marketing inducement for other services, such as a credit 
card or loyalty card. In such case, the price ceiling may be set 
high enough such that the cost of insurance may be recouped 
in some other fashion, including but not limited to interest on 
a credit account, advertising fees, vendor subsidies, pro?ts on 
sale of the commodity, interest on prepaid accounts, or other 
income. The collection of a premium is therefore optional. In 
other Words, a premium may be de?ned as being greater than 
Zero, Zero, or less than Zero, depending on offsetting income 
and the targeted level of pro?tability. 
At step 406, risk represented by multiple price insurance 

policies may be aggregated. In the simplest case of multiple 
policies executed at the same time With identical terms and 
limitations, the risk may be simply summed. In the more usual 
cases, some differences may exist betWeen the policies, so 
some other method of comparing and combining insured risk 
may be necessary. 

At step 408, the entity granting the price insurance policies 
to the consumers may obtain ?nancial instruments to hedge 
the aggregate risk, such as futures or options on futures for the 
commodity in question. Those of ordinary skill in the art may 
construct suitable hedges to mitigate the aggregate risk. In the 
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alternative, or in addition, the insurer may self-insure against 
the risk in return for the premium paid. This may be appro 
priate, for example, if the insurer is also a producer of the 
commodity in question. Such a producer may be assured of a 
pro?t at the ceiling price, and in return for the premium paid 
merely forgoes the additional pro?t that may be earned if the 
spot price exceeds the ceiling price. 
At step 410, purchase information concerning retail pur 

chases of the product by each of the plurality of retail con 
sumers may be tracked. The purchase information may com 
prise a purchaser account identi?er, a measurement of 
quantity of product purchased, a purchase date, and a price 
paid for the product. This and other information may be 
collected at the point-of-sale and reported to a central data 
collection site such as by a vendor point-of-sale terminal. An 
account provided by a consumer, such as by using a loyalty 
card, credit card, debit card, or just entering an account into a 
terminal, may be combined With sales information as mea 
sured by a scale, ?oW meter, or other measuring device, and 
price and time/date information as provided by a vendor 
computer. Purchase information may be maintained in a data 
base or any other suitable electronic storage. The aggregate 
risk pro?le borne by the insurer may change as product is 
purchased and the insurance period runs doWn. Accordingly, 
the aggregate risk may be re-evaluated periodically, and the 
insurer’s hedge may be adjusted to more e?iciently protect 
only What is needed. Tracking may also be used for calcula 
tion of price claims. 

At step 412, a credit amount associated With a purchaser 
account for each of the retail consumers based on their respec 
tive price insurance policy limits and the purchase informa 
tion may be calculated. For example, up to the quantity limit 
on the policy, the credit may be de?ned as the difference 
betWeen the spot price and the price ceiling per unit measure 
(assuming the spot price is higher than the ceiling price), 
multiplied by the quantity purchased in the relevant period. 
Measures may be taken to encourage policy holders to pur 
chase the commodity at the best price available in a given area 
from participating vendors. For example, the credit may be 
limited to the difference betWeen the best available price in an 
area and the ceiling price, instead of the price actually paid. 

The calculated credit may be paid directly to each of the 
retail consumers, either as a cash payment or as a credit to a 

purchaser account. In the alternative, the credit may be paid 
directly to at least one retail seller of the product, in exchange 
for the retail seller discounting the retail purchases of the 
product to a price not exceeding the de?ned price ceiling. In 
such case, in an embodiment of the invention, information 
may be communicated to the point-of-sale terminals, con?g 
ured to cause the point-of-sale terminals to dispense the prod 
uct at a price not exceeding the de?ned price ceiling. 

Credit accounts may be maintained for purchase of the 
product at a price not exceeding the price ceiling. Each of the 
credit accounts may be established for a corresponding one of 
the plurality of retail consumers in association With the price 
insurance policies. LikeWise, debit accounts may be main 
tained for pre-funded accounts associated With a price insur 
ance policy, or otherWise con?gured so that When the account 
is used for the purchase of a covered product, the transaction 
occurs at a price not greater than a de?ned price ceiling 
amount. 

Having thus described various embodiments of the system 
and method for retail price hedging. It should be apparent to 
those skilled in the art that certain advantages of the Within 
system may be achieved. It should also be appreciated that 
various modi?cations, adaptations, and alternative embodi 
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10 
ments thereof may be made Within the scope and spirit of the 
present invention, Which is not limited to the described 
embodiments. 

What is claimed is: 
1. A method for providing price insurance for retail con 

sumers of a product, the method con?gured for execution on 
a computing device, the method comprising: 

de?ning one or more price insurance policies comprising 
account information for respective retail consumers of a 
product and insurance policy limits comprising a 
de?ned product, a de?ned price ceiling for the product, 
and a de?ned limit on quantity of product covered; 

receiving at a computing device from a point-of-sale ter 
minal in communication With a product distribution 
device purchase information concerning a retail pur 
chase transaction for the product by an insured one of the 
plurality of retail consumers, the purchase information 
comprising an account identi?er, a measurement of 
product quantity purchased or to be purchased, and a 
retail price for the product; 

determining by the computing device Whether the retail 
price exceeds the price ceiling of the insurance policy 
associated With the one of the plurality of retail consum 
ers; and 

in response to determining that the retail price for the 
product information exceeds the price ceiling of the 
insurance policy associated With the one of the plurality 
of retail consumers, transmitting from the computing 
device to the point-of-sale terminal a signal con?gured 
to cause the point-of-sale terminal to adjust the retail 
price to an adjusted price not greater than the price 
ceiling. 

2. The method of claim 1, Wherein the price insurance 
policies a indicate respective monetary premium amounts to 
be paid by respective retail consumers. 

3. The method of claim 1, further comprising de?ning the 
one or more insurance policy limits each comprising a de?ned 
period of time covered. 

4. The method of claim 1, further comprising receiving 
purchase information regarding transactions of respective 
retail consumers from a plurality of point-of-sale terminals 
con?gured for dispensing the product to the retail consumers. 

5. The method of claim 4, further comprising providing 
signals to respective point-of-sale terminals con?gured to 
cause the point-of-sale terminals to dispense the product at 
prices not exceeding the de?ned price ceilings of the respec 
tive insurance policies of the retail consumers. 

6. The method of claim 1, further comprising maintaining 
credit accounts for purchase of the product at a price not 
exceeding the price ceiling, each of the credit accounts estab 
lished for a corresponding one of the plurality of retail con 
sumers in association With the price insurance policies. 

7. The method of claim 1, further comprising tracking 
credit cards issued to the plurality of retail consumers, the 
credit cards con?gured for credit purchases of the product and 
for use in tracking the purchase information by providing a 
purchaser account identi?er at points-of-sale. 

8. The method of claim 1, further comprising maintaining 
a plurality of prepaid purchase accounts for purchase of the 
product at a price not exceeding the price ceiling, each of the 
purchase accounts established for a corresponding one of the 
plurality of retail consumers in association With the price 
insurance policies. 

9. The method of claim 1, further comprising tracking debit 
cards issued to the plurality of retail consumers, the debit 
cards con?gured for debit purchases of the product and for 
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use in tracking the purchase information by providing a pur 
chaser account identi?er at points-of-sale. 

10. The method of claim 1, further comprising de?ning the 
price ceiling to be a ?xed price for a de?ned period. 

* * * * * 


